Natural Gas Weekly Update

XXXXX

Waeekly Natural Gas
Storage

U.S. Natural Gas
Imports and Exports:
2004

Residential Natural
Gas Prices: What
Consumers Should
Know

An Assessment of
Prices of Matural Gas
Futuras Contracts As
A Predictor of
Realized Spot Prices
at the Henry Hub

Overview of U.5S.
Legislation and
Regulations Affecting
Offshare Natural Gas
and Oil Activity

Changes in U.5.
MNatural Gas
Transportation
Infrastructure in
2004

Major Legislative and
Regulatory Actions
(1935 - 2004}

U.5. LNG Markets
and Uses: June 2004

Natural Gas
Restructuring

Previous Issues of
Matural Gas Weekly
Update

Matural Gas
Homapage

EIA's Natural Gas
Division Survey Form
Comments

http://tonto.eia.doe.gov/oog/info/ngw/ngupdate.asp

Page | of 5

Natural Gas Weekly Update

Home > Matural Gas > MNatural Gas Weekly Update

Printer-Friendly Yersion

Overview: Thursday, August 31 (next release 2:00 p.m. on September 7, 2006)
Natural gas spot prices decreased significantly in the Lower 48 States this week a
Storm Ernesto moved north along the east coast, easing the threat to Gulf of Mexi
gas supplies. The spot price at the Henry Hub dropped 79 cents, or about 11 pe
week (Wednesday to Wednesday, August 23 to 30) to $6.40 per MMBtu. In its fi
trading as the near month contract, the price of the New York Mercantile

(NYMEX) futures contract for October delivery settled at $6.29 per MMBtu

(August 30), which is 72 cents, or about 10 percent, less than last Wednesday’s pri
Friday, August 25, 2006, natural gas in storage was 2,905 Bcef or 12.4 percent abs
year average. The spot price for West Texas Intermediate (WTI) crude oil decli
this week to $70.20 per barrel or $12.10 per MMBtu yesterday.

NYMEX Matural Gﬁ: Futuras. l;har-lh‘lumh Contract é;ntthment
Price, West Texas Intermediate Crude Oil Spot Price, and
Henry Hub Natural Gas Spot Price
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Mote: The West Texas Intermediate (WTI) crude ol price, in dollars per barrel, is converted to $FM"-"Btu
using a conversion factor of 5.80 MMBLU per barrel. The dates marked by vertical lines are the NYMEX
near-month contract settlement dates.

Source: Natural gas prices, NGI's Dally Gas Price index (hitpzfinteligencepress.com); WTI price,
Reuters MNew s Service (hitp:fiw ww reuters.com).

Prices:

Spot prices this week responded to an increasing and then diminishing threat fror
storm activity. The upgrade of Tropical Depression Five to Tropical Storm Er
Friday, August 25, caused a slight increase in prices at most market locations as u
rose regarding the storm’s path and potential impact on Gulf of Mexico natural gas
After the weekend, however, prices dropped dramatically when it was clear thi
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instead would move northeast, away from the Gulf. Coupled with moderate la
temperatures, the lack of a weather-related threat caused prices lo settle yesterday
between 65 cents and $2.16 per MMBtu less than last Wednesday (August 23).

price at the Henry Hub was $6.40 per MMBtu yesterday, which is 79 cents or
percent less than last Wednesday. Elsewhere along the Gulf Coast, prices in Low
East Texas declined 85 cents and 90 cents on average, respectively. The largest di
recorded in the Rocky Mountains, where the average spot price declined from !
MMBtu last Wednesday to $4.86 per MMBtu yesterday. This includes the price at
Interstate Gas (CIG), which fell $2.16 this week to $3.94 per MMBtu. Weather like
impact on natural gas demand in this region as temperatures were significantly cc
normal over the weekend and early this week, prompting a decrease in cooli
Temperatures also were notably cooler than normal in the Northeast where price
ranged between 65 cents and $1.02 per MMBtu. Despite these decreases, the spo
this region averaged $6.71 per MMBtu yesterday, which was the highest regiona
price.

Thur. Fri. Mon. Tue. Wed.
24-Aug 25-Aug 2B-Aug 29-Aug 30-Au

Spot Prices ($ per MMBtu)

Henry Hub 7.21 7.49 6.50 6.24 6.40°
New York 778 788 704 688 631
Chicago 713 722 847 B33 638
Cal. Comp. Avg," B8Y 695 B25 605 6.1
Futures ($/MMBtu)

Sep delivery 7.079 7.157 6.472 6816 expired
Oct delivery 7.203 7.344 85812 6876 6.290
Nov delivery 9235 0354 8992 B8.800 8.260

*Avg. of NGI's reported avg. prices for: Malin, PG&E citygate,
and Southern California Border Avg.
Source: NGI's Daily Gas Price Index (hitp:/intelligencepress.com).

The price of the New York Mercantile Exchange (NYMEX) futures contract fo
2006 delivery at the Henry Hub settled at $6.29 per MMBtu yesterday in its fir
trading as the near-month contract. Despite consistent increases during trading late
(Wednesday — Friday), this price is about 72 cents, or 10 percent, less than the lex
Wednesday (August 23) because of considerable declines after the weekend. The £
2006 futures contract expired on Tuesday, August 29, at $6.816 per MMBtu, which

cents less than the price last Wednesday and 37 cents less than the price on July

when the September 2006 contract became the near month contract. Looking a
futures contracts for the upcoming heating season (November 2006 to March 2007} .
between 59 cents and 75 cents to average $9.964 per MMBtu yesterday, which i
time prices for the upcoming winter averaged below $10 since July 25, 2006. On
date last year, the equivalent contracts (November 2005 to March 2006) averagec
per MMBtu. These year-ago prices were heavily influenced by the impact of |
Katrina, which already had caused severe devastation to Gulf Coast infrastructu
time. Despite falling prices this week, this heating season's futures contracts

significant premiums ranging between $1.86 (November 2006) and $4.215 (Febru
over yesterday’s Henry Hub spot price. The 12-month strip, which is an average .
prices for the coming year, decreased 56 cents per MMBtu this week to average $8.%

Recent Natural Gas Market Data
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Estimated Average Wellhead Prices

Feb-06 Mar-06 Apr-06 May-06 June-06 July-06
Price ($ per Mcf) 7.28 652 6.59 6.19 580  5.82
Price ($ per MMBtu) 7.09 635 642 603 565 5.67

Note: Prices were converted from S per Mcf to S per MMBtu using an average
heat content of 1,027 Btu per cubic foot as published in Table A4 of the Annual
Energy Review 2002.

Source: Energy Information Administration, Office of Oil and Gas.

Storage:
Working gas in storage increased to 2,905 Bef as of Friday, August 25, according to the EIA

Weekly Natural Gas Storage Report (See Storage Figure). The implied net injection during
the week was 48 Bef, which was about 28 percent lower than the 5-year average net injection
of 67 Bef, and 18 percent lower than last year’s net injection of 58 Bef. Despite the lower
than normal net injection this week, storage levels remain 12.4 percent above the 5-year
average. The difference between the current inventory level and the 5-year average fell to 320
Bef this week, which is the smallest difference during this year’s injection season (April 2006
to present). This margin has been declining since the week ending May 12, 2006, when
current inventories were 722 Bef more than the 5-year average. For the week ending August
24, the weather for the Lower 48 States was about 17 percent warmer than normal, as
measured by cooling degree days (CDDs), according to the National Weather Service (See
Temperature Maps). This likely contributed to the below average injection as demand for
natural gas increased to meet power generation needs. Areas in the Atlantic and East South
Central Census Divisions were particularly warm with 27 to 36 percent more cooling degrees
days than normal. Although all regions had above normal cooling degree days for the week,
the Mountain Census Division was the only Division to also experience significant heating

degree days with 22,

One-Week Implied Net Estimated  Percent

Current Prior Change Prior 5-Year Difference

Stocks  Stocks from Last (2001-2005) from 5 Year
All Volumes in Bet 8/25/06  8/18/06 Week Average Average
East Region 1,673 1,639 34 1,486 12.6%
West Region 398 391 7 353 12.7%
Producing Region 834 Bz27 7 746 11.8%
Total Lower 48 2,905 2,857 48 2,585 12.4%
Source: Energy Information Administration: Form EIA-912, "Weekly Underground
Matural Gas Storage Report,” and the Historical Weekly Storage Estimates Database.
Row and column sums may not equal totals due to independent rounding.

Other Market Trends:

Minerals Management Service Announces a Proposed 3-Year Plan for the OCS and the
Associated Draft Environmental Impact Statement: The Department of the Interior’s Minerals
Management Service (MMS) on August 31 released a Federal Register notice, seeking
comments on its proposed 5-year (2007-2012) leasing plan for the outer continental shelf
(OCS) and the associated draft environmental impact statement (DEIS). The proposed plan is
available at http:/www,mms.gov/ooc/press/2006/press0824.htm. MMS  will  accept
comments on the OCS oil and gas leasing plan through November 24, 2006, and comments on
the DEIS plan through November 22, 2006. The plan proposes 21 lease sales in 7 of the 26
OCS planning areas. This is part of the draft leasing plan MMS released in February 2006.

http://tonto.eia.doe.gov/oog/info/ngw/ngupdate.asp
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The proposed plan includes a special interest sale in areas off the coast of Virginia. MMS has
estimated that the complete set of planning areas contain a total of 67.9 billion barrels of oil
and 340.4 trillion cubic feet of natural gas in undiscovered technically recoverable resources.
Currently, more than 85 percent of the OCS is under Presidential and Congressional
moratoria, and thus not available for energy development. The current leasing program runs
through June 30, 2007.

Natural Gas Transportation Update:

s Tropical Storm Ernesto led to several warnings on the Florida Gas Transmission (FGT)
system, leading to both overage alert day (OAD) and underage alert day (UAD)
warnings for its area customers. The OAD was declared for Tuesday, August 29, and
carried a 15 percent tolerance for negative daily imbalances, Additionally, FGT warned
the area customers of a possibility of an UAD on Wednesday, August 30, since rains
resulting from Tropical Storm Ernesto prompted the pipeline to anticipate significantly
reduced consumption on the system for Wednesday.

e Southern Natural Gas Company announced Tuesday, August 22, that it had
experienced an unscheduled engine outage at the White Castle compressor station in
South Louisiana, resulting in the reduction of interruptible capacity on the west leg
upstream of Franklinton compressor station. By Friday, August 25, the pipeline
reported that the unscheduled maintenance was complete and that the capacity
upstream of Franklinton was increased to 725,000 decatherm (Dth) per day until
further notice.

e Gulf South Pipeline Company on Wednesday, August 30, announced the completion of
the scheduled maintenance on its Bistineau storage facility in Bienville Parish,
Louisiana, which began on August 22. During the maintenance period, physical
injections and withdrawals were not available and nominations were scheduled based
on the use of other facilities to balance the system.

huep: S ronioeia doe. gov oo info ngw ngupdate.asp
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Need Help?

phone: 202-586-8800
emall: infoctrifela.doe.gov
Specialized Services from NEIC

For Technical Problams
phone: 202-586-8959
emall: wnastenfiela.doe.gov

Energy Information Administration, EI 30
1000 Independence Avenue, SW
Washington, DC 20585
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